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Concentration in the economy is one of those fundamental themes which need to be 
taken up periodically, and are. A similar process is evident in the writing of economic 
history.' Helmut Arndt and Günter Ollenburg defined concentration as “a concen- 
tration of economic forces"? This definition was adopted by historians? and it also 
forms the basis of this article. That cartelisation is closely related to concentration 
is stressed by all sides, but even the views on the nature of the relation diverge. 
Wolfram Fischer saw the degree of cartelisation between the wars as furthering 
concentration.^ Hans-Heinrich Barnikel also saw “cartels in all their variety and with 
all their surrogate forms" in one of their variants as a form of concentration? Hans 
Otto Lenel pointed out that cartels generally increase concentration. But from the 
Marxist view Helga Nussbaum reaches a conclusion that is in some ways the 
opposite: the merger of existing companies is prevented, while the companies in the 
cartel show above-average growth.’ These statements are to be examined in this 
article, using the dyestuffs cartel as an example. However, the main focus will be 
somewhat different: Lenel and Nussbaum see cartelisation and concentration as two 
different things, while describing one set of causes and effects. Their considerations 
are based on concentration of ownership, while in this article the cartel is examined 


! [n 1978 Hans Pohl and Wilhelm Treue published a collected volume, Die Konzentration in der 
deutschen Wirtschaft seit dem 19. Jahrhundert, Supplement 11 to the Zeitschrift für Unterneh- 
mensgeschichte, and in 1985 another collected volume, edited by H. Pohl, appeared, Kartelle und 
Kartellgesetzgebung in Praxis und Rechtsprechung vom 19. Jahrhundert bis zur Gegenwart. In 
1986 a separate section at the 9th International Congress of Economic Historians was devoted to 
this subject. 

H. Arndt/G. Ollenburg, Begriff und Arten der Konzentration, p. 7, in: H. Arndt (ed.), Die 
Konzentration in der Wirtschaft, Berlin 19712, pp. 3-40. 

With some deviations and greater precision (“the concentration of economic power”): W. Fischer, 
Bergbau, Industrie und Handwerk, p. 807, in: H. Aubin/W. Zorn, Handbuch der deutschen 
Wirtschafts- und Sozialgeschichte, Vol. 2, Stuttgart 1976. 

Loc. cit., p. 810. The extensive tables on the strikingly high degree of cartelisation in the German 
economy underline what Fischer has to say on the world slump and the Nazi period (p. 811). They 
also show that further research is needed, since they are based simply on the number of cartels. 
The "concentration of economic power" (see above), measured by turnover, however, shows 
differences of at least 1:1000 between major cartels such as e.g. of the heavy industry and the local 
brickworks agreements. A survey, and if possible a weighted one, would be very desirable. 
Barnikel, H H. Die Konzentrationspolitik nach 1945, in: Pohl/Treue, loc. cit., pp. 54—73, p. 54. 
Lenel, H.O., Ursachen der Konzentration unter besonderer Berücksichtigung der deutschen 
Verhältnisse, Tübingen 19682, pp. 231, 234. 

Nussbaum, H., International Cartels and Multinational Enterprises, p. 138, in: A. Teichova/M. 
Lévy-Leboyer/H. Nussbaum (ed.), Multinational Enterprise in Historical Perspective, Cambrid- 
ge/Paris 1986, pp. 131—144. 
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as a concentration of market power, as in the above definitions. From the perspective 
of the buyer the concentration of market power could certainly seem the most 
important and relativise the differences that persisted, no matter what they were. 
To assess concentration we need to quantify it. “A combination of various 
quantitative features, adapted to the branch of industry concerned over time, would 
appear to be the best criterion for the development of company and plant sizes" 5 The 
problems arise in the selection and from the frequent lack of such features. The Reich 


Statistical Office published surveys on share capital according to capital size class 
and industry.? Hans Pohl has pointed out the importance of the number employed by 
a firm as the only long-term flow of figures available (from 1875). Methodologi- 
cal studies for the time after the World War II take the company's turnover as the 
central measurement — in the case of Germany, because of the possible statistical ac- 
cumulative effect through trade within vertically structured enterprises, the figure 
taken is net production value.!! But that material is not always easy to acquire, even 
for modern studies, and it is all the more significant that the figures for our case study 
could be compiled from various company archives, atleast in the form of key figures. 
In addition, the available material is also enough to meet a second central require- 
ment: “The approach to research on concentration can therefore only be (sectoral) 
branch analysis". The further requirement, that the branch approach can be replac- 
ed by the more specific production method", is largely superfluous for our study, 
because generally the dyestuffs in the entire industry were cartelised. The cases 
where a products cartel was more comprehensive than the industry agreement are 
examined separately at the end of this article. It has been pointed out that qualitative 
elements in concentration can be examined only inadequately, if at all, with quan- 
titative methods, a factor that applies particularly to cartels.'* For these reasons, and 
because qualitative aspects play an important role in our example, special attention 
is devoted to this. 

The degree of concentration in the German economy, which was generally 
relatively high, both regarding agreements above the level of individual firms and 


company concentration, has often been stressed, and we do not need to discuss this 
further here. It applies very particularly to the German chemical industry. Even 
before World War I groupings of companies had formed, and when IG-Farbenindu- 


strie AG was established in 1925 it represented more than one third of all the capital 
invested in the chemical sector.?^ The establishment of the firm was an event of 


worldwide significance: “There was no operation of chemical industry which it 


Pohl, H., Die Konzentration in der deutschen Wirtschaft vom ausgehenden 19. Jahrhundert bis 
1945, in: Pohl/Treue, loc. cit., pp. 4—44, p. 5. 

? Stat. Jb. des Dt. Reiches 1938, p. 433, for example. 

!? Loc. cit., p. 6. 

Marfels, Chr. Erfassung und Darstellung industrieller Konzentration. Statistische Grundlagen 
und Móglichkeiten, Baden-Baden 1977, p. 23f. 

2 Pohl, loc. cit., p. 6. 

13 Marfels, loc. cit., p. 29. 

“For all concentration that is not, or at least not solely, based on private property, a qualitative 
analysis is necessary instead of the quantitative measurement, or at least in addition to it", Arndt/ 
Ollenburg, loc. cit., p. 15; see also Pohl, loc. cit., p. 7. 

5 Ofatotal of RM 3.3 billion, RM 1.15 billion in 1931: Die chemische Industrie, Vol. 1923, p. 861. 
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would not undertake, and no industrial combine in the world which it could not face 


or outface".'^ With the great expansion of IG Farben in the thirties its share in the 
German chemical industry grew so much that it came close to acquiring a monopo- 
ly." For a number of products, indeed for whole groups of products, this role was 
uncontested, and it was also the way IG Farben saw itself. Although there was an 
Association for the Preservation of the Interests of the German Chemical Industry 
(Verein zur Wahrung der Interessen der Chemischen Industrie Deutschlands), and 
IG Farben was a member, the company acted internally and externally as represen- 
ting the entire German chemical sector. 

Perhaps we should point out that for the purposes of this article the term 


“dyestuffs” does not include paint, but pigments used mainly for textiles, printing, 


paper and similar purposes. 


Table 1. Sales by IG Farben in Germany in 1941 in % of value? 


To textile producers 63.11 
of which: 1. from vegetable fibres 

(cotton, linen, etc.) 25,67 

2. from animal fibres 

(wool, etc.) 21,02 
To producers of paints 7.29 
To paper producers 6.36 
To leather goods producers 3.17 
To producers of printer's ink | 2.92 


To others to 100.00 


*) Kugler, p. 1f. 


It is interesting that the producers listed under “others” are so broken down that no 
single group has more than 2%, and sales to dealers amount to less than 4%. The 


Grenzach near Basle. Measured by total German production, the production in 
Grenzach was 


qualitatively of high standard but the quantity was low, for the 
Other 
producers of chemical products who might possibly have worked their way towards 
dyestuffs production from their product range or the technical facilities available to 
them were prevented from taking such steps at an early stage by the appropriate 
agreements. !8 


16 Reader, W.J., Imperial Chemical Industries. A History, Vol. I, The Forerunners 1870-1926, 
London/New York/Toronto 1170, p. 412. 

" Pohl, loc. cit., p. 38. 

18 On 15./18.12.1933 IG Farben and Silesia, Verein Chemischer Fabriken Ida- und Maxhiitte, 
Saarau, near Schweidnitz in Silesia, concluded a contract that was to run until 31.12.1938 and be 
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Before World War I the dominance of the German tar dyes industry was 
uncontested worldwide, and it accounted for roughly 90% of all exports throughout 
the world. Beside the Germans, only Switzerland had a dyestuffs export industry, 
andthis was important mainly forits quality. This extreme concentration was broken 
during and after World Warl, but the ban on the exports of dyes, issued by Germany 
in September 1914, to be extended only a few days later to pre-products and raw 
materials, did not put the desired economic constraints on the entente. On the 
contrary, the industrialised countries built up their own national industries, and in 
many cases the sequestered German direct investment provided an important basic 
stock. The Swiss dyestuffs industry enjoyed an almost fairytale boom.” All were 


aware that when the war was concluded the export business would be very much 
more difficult. And on all sides an answer was seen in the gathering of national 
forces. In 1918 the three large Swiss producers, CIBA, Geigy and Sandoz, joined to 
form a Swiss interest association (see below). IG Farben followed in 1925, a year 
later the British I.C.I. (see below). Nevertheless, the Germans succeeded in remai- 
ning by far the most important producers, as the following table shows. In 1926, 
before international cartelisation became a major factor, the production of dyestuffs 
was as shown in Table 2. 

The table is informative in several regards, but only two aspects need to be 
singled out here. Firstly, the deviations between the sources, some of which 
(France!) are considerable. In some cases the Statistical Yearbook uses a different 
basis for collecting the figures — i.a. the dyestuffs group of rapidogenes were not 
included as tar dyes — and so the figures differ. In the table below the extent of the 
deviation is of fundamental importance. The Central Economics Department of IG 
Farben shows the figures for Germany (!) and Switzerland as estimates, but the most 
important deviation is in the case of France. Kugler's figures are based on the figures 
from the Preparatory Committee for the International Economic Conference of the 
League of Nations and the Cartel of Three (see below). It is probable that Kugler's 
account is closest to the truth, but it remains to be said that these aggregate figures 
as well are rather indicators of size than absolute figures. But in all these accounts 
the Soviet Union is missing. Secondly, there are major shifts in the relation between 
production value and production quantity. While Switzerland produced particularly 
high-grade products, the “others” restricted themselves to cheap mass goods. The 
discrepancy for the French C.M.C. is also interesting, as is the narrow gap between 


tacitly prolonged for a year at a time, if not terminated. Silesia, producer of auxiliary materials 
and raw materials for dye works, refrained from producing dyes, subjected its output quantity to 
quotas imposed by IG Farben, and also limited its sales territorially. The agreement went into 
great detail. IG guaranteed in return to take a fixed amount of the output. The production quota 
agreement was annulled in the summer of 1943 on the basis of the state Order on Quotas of 


29.1.1943, but the agreement to refrain from producing dyes was maintained by the exchange of 
letters (1.6. and 19.7.43) between the firms. ( Activities of IG Farbenindustrie AG in the Dyestuffs 
Industry, Economics Division Decartelization Branch Control Office, 5.6.1946, Archives of 
Hoechst AG, Frankfurt/M. (HÓ) no number, quoted from Kugler. This account was given by Dr. 
Hans Kugler, who was i.a. procurist at IG Farben in Frankfurt from 1928 to 1945, and from 1930 
headed the main office for dyestuffs agreements there. 

I? For instance, the turnover of Sandoz rose from SFr. 6 million in 1914 to SFr. 52 million in 1920 
(Sandoz historical archive, C 102). 
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Germany and Great Britain. Although in my view some doubts must be entertained 
on this last point, this figure was of importance in the cartel negotiations between IG 
Farben and I.C.I. (see below). 

Some factors remain to be pointed out, since they determined the structure of 
dyestuffs production and sales. Almost the only purchasers were the textile, leather 
and paper industries, and for these customers the price of the dyes was of minor 
importance, since it hardly affected their cost structure. “As a result the consumption 
of dyes cannot have been affected by raising or lowering prices, it depended entirely 
on the business trend in the consumer industries". ? Wage and raw materials costs 
for dyestuffs production were low, but investment was high. 

The annual turnover of a plant when fully utilised corresponded to the sum of 
investment?! So utilisation was, with price formation, the decisive factor in 
profitability”, and large plants were very much cheaper to run than small plants.” 

Unlike Germany, the United States had several major dyestuffs producers, and 
in 1938the sales breakdown was as follows: 


Table 3. US dyestuffs producers by sales (value) in 1938 in percent? 


E.I. Du Pont de Nemours & Co. 26 

National Aniline & Chemical Co. (Nacco) 24 

General Aniline & Film Corp. 20 

Dow Chemical Co. | 

Cincinnati Chemical Works Inc. 25 

Calco Chemical Co. Inc. 

About 90 others 5 
100 


a Kugler, p. 11. 


Du Pont was by far the most important company in this list, very much more so 
than these percentages show. 


Although Du Pont only began producing dyes in 1917, the firm grew to be of 
great importance, structurally as well, through its own development and skilful 
acquisitions of other firms (including Newport Co. in 1931). It had the broadest 


production range of all the US dyestuffs producers. However, this was not its main 
area of activity, for dyestuffs was only one of many divisions in Du Pont.’ 


^ In size, 


9 Ter-Meer, F., Die IG Farben-Industrie-Aktiengesellschaft. Ihre Entstehung, Entwicklung und 


Bedeutung, Düsseldorf 1953, p. 74. 
^ Kugler, p. 29. 
^ Of course the degree of depreciation was important too, and here the old-established German and 
Swiss producers had an advantage. The same factor also played a major part in the nitrogen sector 
(Schróter, H.G., Privatwitschaftliche Marktregulierung und staatliche Interessenpolitik: Das 
internationale Stickstoffkartell 1929—1939). 
Because of the large number of dyes that had to be produced (Kugler, p. 29). 
^ Dutton, W.S., Du Pont, One Hundred and Forty Years, New York 1942. 
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the company could only be compared with I.C.I. and IG Farben, and its importance 
is evident in that 
strength. Nacco was created in 1917 by the merger of five companies, but it made 
mainly mass-produced goods. Du Pont and Nacco were also the major US exporters. 
They were particularly active on the Far Eastern markets. General Aniline & Film 
Corp.” was a fullyowned subsidiary of IG Farben.” Its shares were held indirectly 
through the Internationale Gesellschaft für Chemische Unternehmungen AG in 
Basle.” Dow began to produce dyestuffs in the mid-twenties. It is striking that its 
sales went through the sales organisation of the Swiss IG in the United States. 
Cincinnati was a subsidiary of the Swiss IG from 1920. Its function was similar to 
that of General Aniline, to produce the dyes that could no longer be exported to the 
United States, owing to government measures (customs duties, etc.). 

The Swiss dyestuffs industry was even more strongly exportoriented than the 
German, and about 9046 of its output went abroad. The three major producers, 
Gesellschaft für Chemische Industrie AG, Basle (CIBA), J.A. Geigy AG, Basle and 
Chemische Fabrik vorm. Sandoz AG, Basle, had formed an interest association in 
1918. Unlike the German IG Farben the Swiss IG, also known as Baseler IG, had not 
come about through a merger. The companies remained legally independent, and the 
Swiss production plants, and those directly linked with them, also remained 
independent. This created a rather complicated picture. Like many Swiss compa- 
nies, CIBA and Geigy had invested abroad, and they only showed part of this 
investment as legally independent subsidiaries. The other investment was a plant 
owned by the parent company and located abroad. Administratively and for 
accounting purposes it was incorporated directly in the accounts of the Basle 
company, without drawing up independent statement. That applied to Geigy’s 
works in Grenzach in Germany, near Basle, and to the small factory in France near 
Rouen, and to the CIBA works in St. Fons on the Rhóne. Legally independent 
subsidiaries, such as the British Clayton company in Manchester, owned by CIBA, 
were made the joint property of Baseler IG. The shares were not held by a body of 
the IG but directly, to the appropriate amount of the IG share, by the three parent 
companies. The same construction was used for new foreign investment, like the 
Cincinnati Chemical Works.” In Switzerland, apart from Baseler IG, Durand & 
Huguenin AG, Basle, and Chemische Fabrik Rohner AG in Pratteln, were also 
producing dyestuffs. Both were greatly influenced by IG Farben, which held 50.25% 
of the capital of Durand & Huguenin and in 1928 acquired 100% of Rohner.? The 
shares in both companies were held by the holding company of IG Farben, I.G. 
Chemie, Basle. The Swiss companies had the following sales: 


35 Up to 1939 General Aniline Corp., and before that General Aniline Works (GAW). 

% On the build-up of investment in the US by IG Farben see Schröter, V., Participation in Market 
Control through Foreign Investment: IG Farbenindustrie in the United States, 1920—1938, in: A. 
Teichova, Multinational Enterprise, pp. 171—184. 

2 This was a pure holding company, and is often called IG Basel. It had no connections with Baseler 
IG or Schweizerische IG. 

?^ Whereas in other mergers which also left the parent companies legally independent (like that of 
Vereinigte Stahlwerke in 1926), the management was merged, it remained separate in BaselerIG. 


? Kugler, p. 103f. 
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Table 4. Sales by Swiss dyestuffs producers in 1938 in % of Total? 


CIBA 45 
Sandoz and Geigy 41 
Durand & Huguenin 12 
Rohner 2 

100 


a Kugler, p. 12. 


Sandoz and Geigy are shown together in the table. Sales by CIBA, Geigy and 
Sandoz were divided internally in the Swiss IG in a ratio of 52:24:24.” It may be 
assumed that in 1938 as well the sales by Sandoz and Geigy were about the same, 
so that each would have had a share of about 20% in total Swiss production. The high 
share shown for Durand & Huguenin is due to the fact that this company bought high 


quality vat dyes from IG Farben and processed these to top quality printing dyes 
(indigosoles).?! On account of the high prices for the basic products and the relatively 
low degree of process range the company's sales are relatively overvalued in the 
statistics. 

The most important chemical company in Great Britain was Imperial Chemical 
Industries Ltd. in London (L.C.I.). It had been established in 1926, not least to 
compete with IG Farben. I.C.I. was similar to Du Pont in many regards, including 
size and structure. In both firms the dyes sector was important, but not the main area 
of activity. Both had the largest range of dyes in their own country, but not a full 
range, as IG Farben had. Table 5 shows the role played by I.C.I. among British 
producers: 


Table 5. British dyestuffs producers by sales in 1938 in Ga 


I.C.I. (incl. subsidiaries)" 58.0 
Clayton Aniline Co., Ltd., Clayton 24.0 
L.B. Holliday & Co., Ltd., Huddersfield 13.5 
12 others 4.5 

100.0 


*) Kugler, p. 13. 

°) According to a list kept by the cartel (“Subsidiaries of D.I.G. and our cartel partners") of 4.9.1937, 
and drawn up by the Central Accounting Department in Frankfurt for the Cartel Control 
Commission, I.C.I. held (at least 5196 — H.G.S.) 

— British Dyestuffs Corporation Ltd., Manchester 

— British Alizarine Co., Ltd., Manchester 

— Scottish Dyes Ltd., Grangemouth 

— British Synthetics Ltd., Manchester 

— Emco Dyestuffs Ltd., Hull 

— Oliver Wilkins & Co. Ltd., Derby 

— Leech, Neil & Co., Spondon 

(Bayer Works archive, BAW 13/21). On Trafford Chemical Co. Ltd. see below. 


? Bürgin, A., Geschichte des Geigy-Unternehmens von 1758 bis 1939, Basle 1958, p. 246. 
3! Kugler, p. 12. 
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In France, the last major country producing dyestuffs, the picture was more 
differentiated.?? 


Table 6. French dyestuffs producers by sales in 1938 in 90?) 


Compagnie Nationale des Matiéres Colorantes 
et Manufactures de Produits Chimiques du Nord Réunies, 
Etablissements Kuhlmann, Paris 59% 


S.A. des Matiëres Colorantes et Produits Chimiques 
de Saint-Denis, Paris 26% 


Comp. Française de Produits Chimiqes et Matiëres 
Colorantes de Saint-Clair-du-Rhóne, Paris 12% 


Etablissements Steiner, Vernon 


Soc. des Produits Chimiques et Matiëres 
Colorantes de Mulhouse, Paris 


S.A. pour l'Industrie Chimique, 3% 
Mulhouse/Dornach 


Mabboux et Camell, Lyon 
Soc. des Matiéres Colorantes de Croix-Wasquehal (Burel), 
Roubaix/Riéme Ertvelde 


100% 


2) Kugler, p. 17. 


. But the concentration was very much more far-reaching, in two respects, than 
the list suggests. Firstly, all the producers were in the Centrale des Matiéres 
Colorantes, Paris (C.M.C.), an interest association. Ets. Kuhlmann held large 
shares of a number of the companies in the list.” It held the majority in the following 
firms: St. Clair du Rhóne (capital Ffr. 24 million), Mulhouse (share capital Ffr. 12 
million), Mabboux et Camell (share capital Ffr. 2.2 million), Croix-Wasquehal, 
Durand & Huguenin”, and the Polish Winnica firm, as well as a minority in St. 
Denis. The cartel agreement in 1929 was signed by J. Frossard for Ets. Kuhlmann 
and St. Clair, and by Thesmar for St. Denis SE EES and de SEN EN dore Ets. 
SIGUE E SS & m This is evidence of further ties. C 


32 
33 
34 


The other countries are discussed in the section on the international dyestuffs cartel. 


Volkswirtschaftlicher Bericht (of IG Farben - H.G.S.) 4070, Konzerndarstellung Ets. Kuhlmann, 
27.7.1940 (BWA 91.1). 

Only D & H Huningue. According to the report mentioned in Note 38, Ets. Kuhlmann and D & 
H merged in 1935, and since then the works had been closed. But the IG Farben Central 
Accounting Department included D & H in the Swiss IG in 1937 (see Note 34). That is not 
altogether clear. 


35 


122 Harm G. Schróter 


After Germany and Switzerland, France was the country with the greatest 
concentration in the dyestuffs sector. But in Great Britain and the United States as 
well, a few major producers dominated the market. So there were two structural 
factors which basically favoured cartelisation: high expenditure on research and 


development in the major dyestuffs sectors??, and a limited number of powerful 
producers. But there were other factors which had the opposite effect, such as the 


experience in dyestuffs production.” 


Both groups had had good experience with this before World War HS. and both 
depended on exports to survive, since far more than two thirds of output went abroad. 
So it was always the main task for the management of the IG to ensure that foreign 


li 


ec 


sales of dyestuffs were promoted with all possible means"? The following table will 


illustrate this: 


Table 7. World exports of dyestuffs in 1913 and 1926? 


Country 1913 1913 1913 1926 1926 1926 
1000 t mill. % 1000 t mill. Ob 
gold m. (values) gold m. (values) 
Germany 109 218 88.6 36.60 195.6 64.8 
Switzerland 9 23 9.3 7.80 49.6 16.4 
GB 3 4 1.6 3.80 12.5 4.1 
France 1 1 0.4 2.50 10.0 3.3 
USA — — - 11.70 25.1 8.3 
Czechoslovakia — _ — 0.90 3.0 1.0 
Netherlands = — — 0.80 2.6 0.9 
Italy = _ = 0.30 1.9 0.6 
Belgium _ _ _ 0.30 1.1 0.4 
Poland — _ — 0.08 0.5 0.2 
Total 122 246 100.0 64.78 301.9 100.0 


a) Compiled and calculated from Kugler, p. 30 


Only Germany had had to concede percentages to all the others after the war, and 
even if it still dominated the export market, with a share of almost two thirds, the 
pressure from the new producers was very real and potentially very strong. The 
solution was seen in extensive cartelisation of the export market. 


Natural dyestuffs and the simple traditional dyes, such as logwood extract, were not cartelised. 
In many cases, even if they had an outside patent, companies were not able to produce the patented 
dyes to the same quality. This required factory experience, so that technical assistance was needed 
as well as the patent. Very few companies could manage without this (most easily IG Farben). 
For Geigy, see Geigy-Hagenbach, K., Kurzer Überblick über die Entwicklung der Firma Joh. 


Rud. Geigy, Basle 1919, p. 28 (Geigy AG historical archive in the CIBA-Geigy archive, no 
number). 


2 ter-Meer, p. 73. 
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IG Farben's first major success in the pursuit of its international cartel strategy” 
was the contract with the C.M.C. in 1927. But this entailed a number of preparatory 


steps, such as building up basic trust, or at least, the conviction that the same interests 
were being pursued. There was a particular need for this, for most of the French 
dyestuffs production used dispropriated German plant. But it could then be assumed 
that there would be a need for technical assistance on the French side, and such a 
contract was in fact signed in 1921.*' So the German chemical industry had very 
quickly come to terms with the new situation after the war. Very considerable 
political pressure had also been exercised by Paris, and it may be regarded as a 
feature of German-French relations in the chemical sector that the governments were 
involved far more than was the case with other countries. The contract with the 
C.M.C., however, was very advantageous to the German side? , and its premature 
termination by C.M.C. owing to the struggle over the Ruhr was greatly regretted.” 
The French had to hand over 50% of their profit, renounce exports outside their 
territories and pay a single indemnity of Ffr. 16.7 million. The contract was to have 
run to 1965!^ 

Nevertheless, contrary positions did not develop, and feelers were soon put out 
for new negotiations. At the same time Stresemann, the German Foreign Minister, 
was striving for a political agreement with France, and the iron and steel and 
electrical industries were negotiating as well.? On November 15, 1927 the C.M.C. 
and IG Farben concluded a most unusual and pioneering agreement. It was new 
firstly in its simplicity, and secondly in its scope. The chemical industry had great 
experience in cartels with individual dyestuffs or their equivalents, but the offsetting 
had always been a weak point in these agreements. In most cases the agreement was 
based on real sales or production figures, which then had to be converted to fictive 
figures, such as 40% colour pigment or 100% of a certain chemical compound, 
without regard for other factors. 750 chrome black dyestuffs, for instance, were 
converted in this way to 5 offsettable types. Sometimes it was also possible to evade 
agreements by producing new or different compounds. Even if far less use was made 
of this possibility than would have been technically conceivable, for this would have 
affected the standing of the company generally as a partner in agreements — these two 
complexes do show what the problems in the individual dyestuffs cartels were: 
although they involved considerable bureaucratic expenditure they were difficult to 


# See Schröter, V., Die deutsche Industrie auf dem Weltmarkt 1929 bis 1933. Aussenwirtschaft- 
liche Strategien unter dem Druck der Weltwirtschaftskrise, Frankfurt/M./Bern 1984, esp. the 
chapter on international cartels as an instrument of market regulation under crisis conditions, pp. 
290-383. | 
See also the memorandum by IG Farben for V. Maltzan, councillor in the Trade Policy Division 
of the German Foreign Office, in 1940 (PA AA, HaPol, HA Sammlung V.L.R. Dumont). 

? Contract of 31.1.1921 in BWA 19 Farbstoffe 15. 

The “dual injustice", see Memorandum of 1940, Note 41. 

Holdermann, K., Im Banne der Chemie - Carl Bosch, Düsseldorf 1953, pp. 191 ff.; Kugler, p. 28 
and Ter-Meer, p. 59. 

Pohl, K.-H., Weimars Wirtschaft und die Aussenpolitik der Weimarer Republik, Düsseldorf 

1979. 

Similarly, 450 auramine dyestuffs were converted to 3, 360 rhodamine dyestuffs to 6 and 230 
types of Victoria blue to 8 offsettable types (Kugler, p. 31). 
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control. The German-French agreement solved this dilemma ata stroke, by grouping 
all dyestuffs, without exception, together in a single overall reckoning. That was also 


, and it marked the step from the 


. The relation between the IG Farben/C.M.C. 
production values had been fixed at 88.5:11.5*’, and internally IG Farben called this 
the “Two Party Cartel”. 

Despite its importance, the Two Party Cartel was seen as a provisional 
arrangement. The aim was an even more extensive agreement, to cover almost the 
entire chemical production of the two countries. The text of the contract states on 
this: “From the discussions that have taken place between leading personalities in 
the French and German chemical industry full agreement and conviction has 
emerged that fully integrated cooperation, firmly anchored financially, is appropria- 
te in the three areas of dyestuffs, nitrogen and coal processing, to achieve rational 
manufacturing processes and sales, a limitation of costs and cheaper output” 

The Two Party Cartel was seen as a provisional arrangement in another regard 
as well. Right from the beginning its expansion to include other members was 
desired. Various discussions were held by IG Farben with I.C.I. and the Swiss IG, 
and the latter in turn had built up extensive cartel relations with the biggest member 
of C.M.C., Kuhlmann. However, the provisional nature of Two Party Cartel was not 
underlined in that it was considered preliminary, could be changed and so not so 
important. On the contrary, it was clear to all concerned that the agreement was 
pionneering precisely because of its unigé scope.?? In fact, this contract not only de 
facto fixed the German-French ratios for the following agreements as well, it also 
contained a large number of instructions on procedure and evaluation. 

Various major agreements had been concluded between the German and Swiss 
chemical industries even before World War DT. and both sides could look back on 
many years of experience. After 1918 further agreements were signed in the 
dyestuffs field, of which the most important were the Chrome Black Convention of 
17 June 1924 and the Agreement on Vat Dyes of June/July 1927.? Both covered 
modern dyestuffs of major economic importance. 


economic importance, but it should be mentioned here since it is of historical 
interest. As a result of the dispropriation without compensation Switzerland had lost 


^! The text of the contract is in Hó 305. 

But in the Swiss IG the German-Swiss agreement of 1929 was called the “Twosome Cartel", see 
below. 

? Hó 305. 

Similar provisional agreements, generally to test the partner in practice, were used as a 
preliminary to more comprehensive cartel agreements in several cases. The German and French 


+ 
eo 


intensively. In 1924 they concluded a one-year agreement for the United States and Sweden, and 
in 1925 a one-year agreement for the world market. 


The real contract was not signed until 1926 (Schróter, H.G., Die internationale Kaliwirtschaft 
1918 bis 1939, Kassel 1985, pp. 35-41). 

Bürgin, p. 253. 

BWA 19.1. 
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considerable assets in Soviet Russia.” It did not join in the military sanctions but it 
did in the economic ones; it also refused to acknowledge the USSR, and as late as 


The chemical industry, especially J.R. Geigy AG, had also lost investments.” To be 
able to supply without losing face, the Swiss IG concluded what was known as the 
Russian Agreement with IG Farben, under which the firms in Basle acquired a fixed 
quota of the sales by IG Farben in the USSR. Sales went exclusively through 
Germany. The agreement ran formally from 1 January 1927 until 1 July 1929; The 


There were agreements between the Swiss IG and Ets. Kuhlmann on the 
production and sales of vat dyestuffs (of 11 June 1926 and 3 February 1927 
respectively). In both the shares were 50% each, but they only applied to the French 
territories (including the colonies, etc.). Possible French exports were limited by 
quantity, and in addition dependent on the approval of the Swiss IG. Finally, on 15 
October 1928 a cartel agreement was concluded by the same partners to fix the status 


quo for the entire dyestuffs field.” It was expressly described as “provisional” in 
regard to a French-German-S wiss agreement, and it had only a brief period to run.” 

At the time ofthe Swiss-French agreement negotiations had been proceeding for 
a long time between the Basle IG and IG Farben. The discussions had actually 
progressed so far that IG Farben had achieved its first goal, namely to prevent the 
agreement that was threatening between the Swiss firms and the British I.C.I?* For 
that combination would have made nonsense of IG Farben's aim to combine all 
continental dyestuffs production. Nevertheless, IG Farben made stringent demands 
in the negotiations which appear to have caused “many a headache" in Basle: 

*1) A conditio sine qua non for us is the implementation of internal centralisa- 
tion, incorporating a uniform and indissoluble Swiss group, to be the only partner 
in discussions for us and the French; in connection with this full centralisation of 
production and sales in the Basle head ofice and uniform sales organs outside. 

2) Acceptance of the principle of capital integration laid down in the preamble 
to the French contract".9? 

But all the plans to concentrate Swiss dyestuffs production beyond the interest 
association in a large enterprise had always met with rejection in Basle. So the first 
objective for the Swiss in negotiating was to get round this condition.?' The argument 


5 Rauber, U., Schweizer Industrie in Russland, Zurich 1985. 

Dyestuffs factories in Lithuania and Moskow. The biggest turnover was achieved in 1915 at 1.3 
million roubles (CIBA-Geigy historical archive, FA Geigy FL2 (His), KAR 1, KAR 1a). 
Appendix 1 to the contract of 27 April 1929, p. 12 (WA Sandoz Kartellbeziehungen No. 1); letter 
of 27 November 1929, p. 6, loc. cit. 

Characteristically, nearly all the dyestuffs incorporated by the French side were based on licences 
from IG Farben, while the Swiss had their own products, loc. cit. 
The reference period was from 1 January 1924 to 30 June 1928, loc. cit. 
58 It was valid from 1 October 1928 to 31 December 1929, loc. cit. 

“The rapid negotiations certainly achieved a major objective, namely blowing apart the negotia- 
tions between the Swiss and the British" (letter from Prof. Meyer of 19 October 1928 to Dr. 
Krekeler, both of IG Farben, HO 312, p. 1). 

60 Minutes of 23 January 1928, p. 2. 
$! Bürgin, p. 253f. 
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put forward by the head of the negotiations in Basle, C. Koechlin, that three sellers 
would be more successful than one, was not accepted by Dr. von Schnitzler. The 
concentration in Germany of 8 or 11 into one enterprise had been entirely positive: 
“Certainly there can be no question of business lost through centralisation”.© On the 
contrary, he saw the mutual German-French guarantee of sales, including sales of 
French products through the German sales organisation, as particularly advantage- 
ous: “In fact, we are of the opinion that the form of cartel evolved for the dyestuffs 
agreement has the advantage over all the other international combinations, such as 
the crude steel cartel, that none of the partners can suffer damage or fall behind"? 
Both the demands put in January 1928 as a conditio sine qua non by the Germans, 
however, were already dropped in the spring of the same year. The state of the 
negotiations could be summarised in the Heidelberg Guidelines of 1 August 1928, 
and by then the main points of the later agreement had already been laid down. 
The German-Swiss dyestuffs cartel was signed on 27 April 1929 with effect 
from 1 January.^ It was to run for the same period as Baseler IG, until 31 December 
1968. The partners remained independent in production, research, sales and so on, 
and agreed to observe a sales ratio of 7996 IG Farben to 2196 Swiss IG (values). At 


the same time the socalled “Three Party Cartel" was signed between Germany 
(71.67%), Switzerland (19.00%) and France (9.33%), and all the bilateral contracts 
were renewed in adapted versions; a German-French capital integration agreement 
was also signed. Simply the signing of all the agreements and subsidiary agreements 
took 35 minutes, according to the minutes! The German-French bilateral agree- 
ment had fulfilled the expectations held of it, and its pioneering role had been 
confirmed. But while the Two Party Cartel was confirmed in its production quotas 
as well, which continued to apply, the shares in the Three Party Cartel were based 
on sales' values. The German-French link was therefore a dual one. For greater 
security all the agreements applied independent of each other, with the Three Party 
agreement having overall legal validity. The dyestuffs agreements in the next few 
years were based on the Three Party Cartel, and they were all concluded with it and 
not with the whole group of partners (see below). Like the German-British- 
Norwegian DEN group in the nitrogen field, the German-Swiss-French agreement 
formed the core of the worldwide cartelisation in the dyestuffs field in the thirties.” 

Naturally, the German-French capital integration agreement was of particular 
importance for the concentration in the chemical industry. The desire for this had 
already been expressed in the Two Party Cartel. The “Guidelines for German- 
French Capital Integration" had been approved by both sides in Janury 1929.9" They 
provided for a joint company to be founded with its domicile in Switzerland, to be 


62 


Letter from Koechlin to V. Schnitzler, 30 January 1928, and the answer of 2 February 1928, HÓ 
303. 
v. Schnitzler to Koechlin, loc. cit., p. 2. 
The other agreements in BWA 13/18; HA Sandoz; see also Tammen, p. 32f. 
6 Minutes of 27 April 1929, HA Sandoz, Kartellbeziehungen No. 1. 
Schróter, H.G.: Privatwirtschaftliche Marktregulierung und staatliche Interessenpolitik: Das 
internationale Stickstoffkartell 1929-1939, in: H.G. Schróter/C. Wurm (Eds.): Politik, Wirt- 
schaft und internationale Beziehungenin der Zwischenkriegszeit, Wiesbaden 1990 (forthco- 
ming). 
HÓ 305 for both the Guidelines and a letter to Dr. Schmitz of 18 January 1929. 
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guaranteed by a fixed agreement. Its capital was to be “big enough to ensure that the 
heads of the individual companies could never, not even in the distant future, take 
it upon themselves to jeopardise large parts of the substance of their companies by 
behaviour contrary to the agreement, or by endeavouring to cancel the agreement 
altogether''.$5 

The capital was to be provided in a ratio of 4:1 IG Farben to C.M.C., and it was 
intended that the German side should incorporate the shares in its Swiss holding 
company IG Chemie Basle. The link was intended to ensure both a profit pool and 
an exchange of technical experience. Large sections of the guidelines also referred 
to a possible participation by the Swiss IG, although it was stated that ^on the Swiss 
side the final conditions for capital integration are not yet given, mainly for internal 
reasons as well". A relation of 60 : 25 : 15 was envisaged should Switzerland be 
included. In view of the above cartel relation of 71.67 : 19.00 : 9.33 this constituted 
a concession on the part of IG Farben. The Guidelines extended for ten pages, but 
they were shortened to only one brief page of text for the final contract, and altered 
in some points." The capital was increased to a total of Sfr. 105 million, but the 
C.M.C. share was lower, at Sfr. 11.7 million, or 11.1%, than the French share in the 
Two Party Cartel (11.5%). Although the Swiss company that was to be founded was 
to be formed "immédiatement aprés la signature"? it was never formed. According 
to Kugler that was due to a French request.” But internal negotiation papers in IG 
Farben show that doubts were entertained in the usefulness of the profit pool and the 
exchange of experience with C.M.C.”4 
So although financial integration of the German and French chemical industries 
nevertook place, there were so many commoninterests and points of contact through 
the cartel agreements in dyestuffs and nitrogen compounds that a diagram ofthe two 
major companies seems appropriate (cf. the following diagram). 
internal structure of the French dyestuffs group. The abbreviation “SAPC” is 
"Mulhouse" (see above). The incorporation of other French chemical companies in 
the IG Farben contracts is also very impressive, all the more as this picture dates from 


8 Loc. cit., p. 2f. 

$9 Loc. cit., p. 4. 

7 Loc. cit, p. 2. "Although Switzerland, as stated above, is not yet seen as ripe for capital 
integration, the moment when itis mature for this may perhaps come very much more quickly than 
some of the gentlemen in Basle imagine. Some of them already see integration as a fact in the 
immediate future. In that case nothing further need be done than to include Switzerland with the 
amount originally envisaged for it, and which is also identical with the amount to be deposited 
under the cartel agreement now to be concluded. If only for that reason, and because figures were 
calculated for the key of three which take adequate account of the original aims of security and 
the preservation of interests for both sides, the amounts for the German-French capital integration 
should remain at Sfr. 24 million shares of the Swiss institute of IG, which would initially be an 
estimated 72 million Sfrs., and accordingly a French incorporation to the countervalue of about 
18 million Sfrs". See Bürgin, p. 254. 

A copy of the contract is in BWA 13/19. 

7? Loc. cit., see Schróter, V., Weltmarkt, p. 298. 

75 Kugler, p. 45. 

^ File note of 1 February 1928 ona discussion on 23 January 1928, p. 4 (HÖ 302). From the material 
available it is not possible fully to clarify that question. 
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In 1930 LCI. 
accounted for 43% of the British output of dyestuffs;? and IG Farben estimated the 
breakdown as follows:” (see page 120). 


Table 7a. Shares in British dyestuffs production in 1925 


I.C.I. 44% 
Clayton 21% 
Brotherton 10% 
Brit. Alizarine 9% 
Holiday 7% 
Diverse others 9% 

100% 


The differences to Table 5 are still significant if I.C.I.’s acquisition of British 
Alizarine is taken into account: the biggest company was developing with a 
remarkable dynamic. 

As early as 1927 a cooperation agreement between I.C.I. and IG Farben was 
being discussed. Duisberg and Woolcock, among others, were in favour.” In a letter 
to Bosch of 24 November of that year, Ludwig Mond of I.C.I. suggested interest 
compensation in all major areas.” 


Moreover, in their eyes the British producers were too fragmented. I.C.I. had also 
put very far-reaching demands, such as that the Empire to be regarded as a home 
market, and the sale to it of the Swiss investment, Clayton, so that an agreement was 
inconceivable. Indeed, a heated controversy developed over prices and patents. 
Nevertheless, the two sides saw a joint agreement as the only possible ultimate end. 


Cartel. Once the business positions were established and clarified, there was nothing 
to stand in the way of an agreement. Moreover, I.C.I. and IG Farben had had cartel 
links since 1929 in the nitrogen DEN group. Against that background Dr. von 
Schnitzler informed Koechlin in a confidential letter of 4 July 1930 that his company 
was ready to negotiate: "In keeping with the facts of the situation and the general 
friendly relations between I.C.I. and our firm (!) the discussion was extended to the 


7 Haber, L.F., The Chemical Industry 1900-1930, London 1971, p. 87. 

76 Letter to Krekeler of 21 February 1929 (HO 310). 

7 Note of 5 July 1927, BA NL Silverberg 236. Woolcock was the Director of the Association of 
British Chemical Manufacturers, while Duisberg was Chairman of the Supervisory Board of IG 
Farben. 

HÓ 310; see Reader, Imperial Chemical Industries. A History, Vol. 2, The First Quarter-Century 

1926-1952, London/New York/Toronto 1975, pp. 40ff. 
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general world dyestuffs situation... We could confirm that there is now a very large 
degree of agreement on principle between the views of I.C.I. and those of the 
members of the cartel on the conduct of the world dyestuffs business, and that all 
sides would welcome it if a formulation was speedily found for a general agreement 
that would ensure, on the basis of the present division of business, the independence 


and technical progress of all concerned"."? After further negotiations the contract 


IC. 8.467% 


100.000% 


With that agreement all the major producers in Europe were concentrated in a cartel, 
and a number of smaller producers also joined the agreement. 

Most of the outsiders, and the most important of them, were in Great Britain. For 
that reason the British firms, especially since they can be regarded as representative, 
will be used to show the attitude taken by the cartel to outsiders. 

The following figures will give an overview of the British dyestuffs companies. 
The table (unlike Table 5) is drawn up according to share capital. Apart from 
Brotherton, which mainly produced chemicals, the other companies were mainly or 
exclusively dyestuffs producers: 


Table 8. British Dyestuffs Producers in 1940” 


Company Share capital in £ 1000s 
I.C.I. Dyestuffs group 5019 
OCL concern 74203) 

Brotherton & Co. Ltd., Leeds 2000 
Clayton Aniline Co. Ltd., Clayton 600 
British Alizarine Co. Ltd.” 600 
Major & Co., Hull 450 

L.B. Holliday & Co., Huddersfield 250 

J.W. Leitch & Co., Ltd., Bradford 200 


a) Manuscript for an economic report of 21 November 1940 (BWA B4, Eur. GB, 1a). 
>’) Subsidiary of L.C.L 


7? HO 310, p. If. 
8° The most exact figures, those given here, are in Kugler, pp. 33 and 56. 
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Other firms of note, not listed in the table were: 


J.C. Oxley's & Chemicals Ltd, Dewsbury 
J. Robinson & Co. Ltd, Huddersfield 
British Celanese Ltd. 

Colne Vale Dye & Chemical Co. 
Cornbrooke Chemical Co. 

Williams Bros. Hounslow?! 


-e lad USD IS 


To IG Farben, Holliday was particularly important: "The turnover of the 
individual producers is insignificant in comparison with Holliday, but as a whole 
they from a considerable group among the outsiders".*? 

Even in the preliminary negotiations I.C.I. had several times been requested to 
create order in this variety, and was urged to buy up some of the smaller firms. It did 


in fact acquire Alizarine in 1931, so making the negotiations that had been 


ous. The company also endeavoured to reach an agreement with Brotherton, and 
the internal preparations for this in IG Farben were commenced in June 1928.84 A 
good year later the "larger Dyestuffs Committee" was able to receive an appropriate 
report on the negotiations; this was on the main hydrosulphite group of dyestuffs.® 

On 1 January 1930 the appropriate agreement for hydrosulphites, rongalite and 
decroline came into force Dë The shares in sales were frozen at the current level and 
the sales markets split up between the members.’ The cartel was to be kept secret, 
and the obligations undertaken were to be fulfilled, even in the other side's exclusive 
zone, so as “to avoid undesired attention from customers".** When the agreement 
came to an end, on 31 December 1931, it was renewed "for another two years 
initially, on a basis favourable to the IG”. Of particular interest in this is that IG 
Farben tacitly negotiated for the Three Party Cartel as well. Although the partners 
did not take part in the discussions, and the contract was only concluded between 
Brotherton and IG Farben, Baseler IG had to take some of the load (C.M.C. had 
generally agreed not to export to Great Britain, among other places): “The Basle 
group (the Swiss IG) will be informed of the necessary details in writing, so that an 
agreement between the Basle group and Brotherton, to run concurrently, can lay 
down the undertaking by the Swiss firms not to export hydrosulphite products to 
England. For the rest, in accordance with an earlier agreement the Swiss group will 


3! Lecture by Dr. Loehr (1937), p. 14, HÓ 2508. 

82 Loc. cit. 

83 Letter to J.R. Geigy AG of 22 August 1929, HÓ 303. 

84 Minutes of the Kaufmännische Kommission of 6 June 1928, p. 8, BWA 13/8. 

55 Compiled on 10 September 1929, see below, HÓ 109. 

86 Copy in BWA 19 Verträge, Hydrosulfit 1. 
The IG agreed not to supply the British Isles and Brotherton not to sell in Europe. Moreover, 
Brotherton was only to sell to British India, Japan, China, Mexico, South America and Australia, 
markets where the firm was already established, loc. cit., para. 4. 
88 Notes of meeting of the enlarged committee on 18 March 1930, HÓ 109. 
8 Loc. cit., 22 January 1932, HO 110. 
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take a share of the burden, in itself not of any weight, of the new agreement in the 
relation of the basic ratios". ?? 

It was also possible to reach agreements with other British firms which bound 
them to the cartel. Robinson was obliged not to expand its range for seven years, only 
to supply certain markets and not to undercut the cartel prices?! Oxley's Dyes was 
bound in a similar way.?? Since Major & Co. is never mentioned in the minutes, it 
may be assumed from the material available that it offered no competition. Possibly 
the firm did not export, but itis also conceivable that it was tied by an agreement with 
LCL The IG Farben Annual Report for 1932 mentions only Holliday and Leitch as 
British competitors. While Leitch is very rarely mentioned, suggesting that it was 
not a competitor of note, the problems with Holliday were a frequent point of 
discussion at the meetings of the IG Farben Dyestuffs Committee. Both the 
frequency with which the topic was raised and the choice of words suggests that the 
little Holliday company was a considerable source of irritation, indeed of rage, to IG 
Farben. 


Holliday in fact accounted for an over-proportional share of British exports of 
dyes with about 25% (1.C.I. had 7595)?* IG Farben was particularly affected by 
Holliday's offensive in Scandinavia.? When the Scandinavian countries followed 
the devaluation of the pound sterling in 1931 the IG Farben products, like other 
German exports, were left around 30% higher in price, and the concern registered 
with bitterness that Holliday did not use the occasion to raise its prices but utilised 


its market share. IG Farben always countered attempts of this kind with determina- 
tion. "There is agreement that on no account must business be let fall to Holliday, 
and if necessary the price advantages offered by Holliday must be matched with a 
“special discount” ?6 

IG Farben had evolved particular tactics for price battles to avoid the problem 
of other cartels: if a cartel was forced into a price battle by an outsider, it was always 
extremely difficult after the battle had been fought out to convince customers that 
a return to the old higher prices was necessary. The International Raw Steel Export 
Community, for instance, or the World Potash Syndicate needed several years of 
strong demand to get back to the price level of before their battles. IG Farben avoided 


When the battle was over the new product that had been 


90 


Minutes of the IG Farben Dyestuffs Committee meeting on 6 January 1937, p. 7, HÓ 110. 
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Quoted by Etzold, H., Der Konkurrenzkampf zwischen der deutschen und der englischen 
Teerfarbenindustrie während der Weltwirtschaftskrise, thesis, Halle 1966, p. 260. 

Loc. cit. 

% P. 17, sent by Dr. v. Schnitzler on 26 January 1933, HO 110. 

?^ Talk by Dr. Loehr, p. 10, HO 2508. 

°° On Anglo-German rivalry in Scandinavia, in the chemical sector particularly, see Schröter, H.G., 
Aussenpolitik und Wirtschaftsinteresse. Skandinavien im aussenwirtschaftlichen Kalkül 
Deutschlands und Grossbritanniens 1918—39, Frankfurt/M./Bern 1983, pp. 244—321, and for a 
more general account, Nilson, B., Handelspolitik unter skárpt konkurrens, Lund 1983. 

Italics in the text. Minutes of the meeting of the "enlarged Dyestuffs Committee" on 9 October 
1931, p. 3, HÓ 110. 
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used in the struggle was withdrawn, and in this way it was relatively easier to regain 
the old level.” But it must be stressed in this context that the success of such tactics 
depended on certain structural conditions. Generally, every partner in a cartel 
"should defend its position in the individual countries and dyestuffs groups, 
regardless of the price situation"? 

Beside price battles the Four Party Cartel had a number of other ways of exerting 
pressure. The British firms were, for instance, greatly dependent on supplies of pre- 
products from I.C.I., and this was used, with other means, to put pressure on 
Holliday. IG Farben expected a speedy result: “There are prospects that we will, after 
all, be able to put an end to the competition from Holliday in the course of this 
year”. But it was not so easy to get at Holliday, and as late as the summer of 1938 
a joint letter went to I.C.I. from the top representatives of the French, Swiss and 
German partners demanding that it should put an end to the matter and buy Holliday 
out. An additional £150 000 were provided for this purpose from the continental 
partners!% and Holliday was to be offered £650 000. Although the importance of the 
company was played down'™, the matter is significant because it was a singular 
Occurrence, not repeated in this form or with these contents. Finally, however, the 
urgency of the matter was expressly stated in the letter: ^We hope that by the 
foregoing proposals and suggestions we are offering a constructive contribution 
towards the solution of the Holliday problem which occupies our minds more or less 
since the formation of the Four Party Cartel". '* 

In fact, Holliday had developed into a problem which the Four Party Cartel had 
to take seriously!%, and IG Farben’s optimism was misplaced.!% Four years later the 
e E ed 
and IG Farben had to share the loss, for the Swiss were able to expand their share of 
the business, as were the outsiders. Among these, of which there were about twelve, 
Holliday had the lion's share of the sales value, at around 40%. It was also Holliday 


?' Etzold, p. 177; Reader, p. 194; Schröter, V., Weltmarkt, p. 305; Schröter, H.G., Aussenpolitik, 
p. 274. 


?* Various factors were involved here: dyestuffs customers generally had little in-depth knowledge 


of the products, and most of them depended on technical assistance and instructions from the 

manufacturer. The price of the dyes also made little difference in the cost of their goods to 

customers (the textile industry, and so on), so that price fluctuations for dyestuffs did not affect 
their end prices very greatly. A steel company, for instance, would be very much more dependent 
on the price of steel. 

Minutes of the meeting of the Dyestuffs Committee, quoted from Schróter, V., Weltmarkt, p. 305. 

100 Annual Report by Dr. v. Schnitzler, 26 January 1933, p. 17f., HO 110. 

101 Joint letter from Dr. v. Schnitzler, C. Koechlin and J. Frossard to Mr. Walker of I.C.I., of 9 June 

1938, BWA 13/20.2. | 

*... the Holliday question is one which in the first line concerns the Cartel partners in the Great 

Britain market, since we are of the opinion that the elimination of Holliday at this stage will not 

bring about a change worth mentioning in the competitive situation in foreign markets", loc. cit. 

Loc. cit. The letter ends by assuring Walker that I.C.I. is the party that must take action in Great 

Britain, and that the Three Party Cartel, and its members, will refrain from any unilateral steps. 

1^ See Schróter, V., Weltmarkt, pp. 308-310. 

105 “Holliday can really only be seen as an independent (sic!) competitor in basic dyestuffs. Its 
activities in the other production areas are rather sporadic and, moreover, built on pre-products 
from I.C.I.”, (Dr. v. Schnitzler's Annual Report of 26 January 1933, p. 17, HO 110). 

106 See also the following figures in the lecture by Dr. Loehr, 1937, pp. 13ff., HO 2508. 
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that systematically put pressure on the cartel. It was able to do this by exploiting the 
British system of import licences, which was intended to protect the domestic 
industry from the all-powerful German competition. As soon as a dyestuff could be 
produced in adequate quantities in Great Britain, the company could apply for the 
state import licences to be withdrawn. I.C.I. had made much use of this possibility 
in the struggle against the Three Party Cartel, but it agreed to refrain from using it 
when entering into the arrangement with the Four Party Cartel. After it had signed, 
LC.L, as in other cases, held with extreme care to the spirit and letter of the 
agreement, but Holliday made all the more use of the mechanism. While the Swiss 
were easily able to stand up to Holliday through their British holding in Clayton, 
I.C.I. was not, for technical reasons, in a position to embark on a production that 
would compete with Holliday in its special fields. As a result, IG Farben and I.C.I. 
suffered the most damage, 

For a time IG Farben was able to counter the activities of Holliday by utilising 
its broad product range, and replacing the goods that could be imported with another 
product of a similar colour effect!'™, but this could only be a temporary solution. In 
1935 and 1936 Holliday's applications for protection became ever more numerous 
and comprehensive: “What Holliday is doing now is tantamount to a wide breach in 
the reserve positions of our range". ? But once the full extent of the problem was 
recognised action was swift. The Trafford Chemical Company was founded in the 
spring of 1938 jointly by I.C.I. and IG Farben. It was a further and visible sign of the 
good relations which persisted between the leading British and German chemical 


110. in contrast to the political tension. 
Trafford was also a sign that the Cartel, and especially IG Farben, would not tolerate 


any fundamental market shifts to its disadvantage. But the case of Holliday also 
dyestuffs field as well, if they pursued a strategy of exploiting market niches.'? 


Table 9. Italian dyestuffs producers by sales in 1938 (values) in 96? 


Aziende Colori Nazionali Affini, Milan (ACNA) 51.6 
Soc. Chimica Lombarda A.E. Bianchi & Co., Rho 15.6 
Industria Chimica Dot. Saronnio, Melegnano 13.1 
Industria Piemontese Colori Anilina (IPCA), Cirié | 34 
Others, incl. Soc. Begamasca per |’ Industrial Chimica, Seriate 15.1 

100.0 


*) Kugler, p. 15. 


The ratios for the British market for I.C.I. to the Three Party Cartel had been fixed at 53.80 : 46.20. 
For instance, indanthrene brown BR was supplied for indanthrene brown R and G, and 
naphtogene blue RR was replaced with diazo indigo blue BR and so on, loc. cit., p. 17. 

10? Loc. cit. 

H9 For more details see Schröter, H.G., Aussenpolitik, pp. 313—318. 

Wendt, B.-J., Economic Appeasement. Handel und Finanz in der britischen Deutschlandpolitik 
1933-1939, Düsseldorf 1971. 

Anothercase was the Italian firm "Melegnano", which had specialised in supplying alocal market 
with wool dyes. 
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After this outline of the build-up of the cartel and the market relations for the 
main European countries, let us now turn to the other European and non-European 
countries where dyes were produced, with some major individual markets as 
examples. In 1938 Italy was producing 2.946 of the world dyestuffs, and within Italy 
the breakdown was as follows (See table 9). 

Atthe beqinning of the 1920s the Hoechst subsidiary Cassella had bought up the 
shares of Bianchi. When ACNA had to declare itself bankrupt in 1930/31, despite 


tini. In that context (1931) IG Farben was able to agree a very advantageous 
exchange of shares between Bianchi and ACNA, and bind ACNA into the Cartel. ? 
The Bergamasca company was a subsidiary of the Swiss IG. 


Poland produced 1.3% of world output of dyes in 1938. Its main producers were: 


Table 10. Polish dyestuffs producers by sales values in 1938 in 9e?) 


Pemrysl Chemiczny Boruta Sp. Akc., Zgierz 40 
Zaklady Chemiczne W. Winnicy Sp. Akc., Winnica 30 
Pabjanicer AG for Chemische Industrie, Pabjanice 21 
Chemizna Fabryka Wola Krzystoporska, Wola Krystoporska 6 
Others 3 

100 
*) Kugler, p. 16. 


Winnica had been founded in 1929 by IG Farben and Kuhlmann, Paris, jointly, but 
although each held 50%, only Kuhlmann appeared as representative of the firm. 
Even in negotiations, and on some occasions on the internal IG Farben list, Winnica 
appears as part of the Kuhlmann concern. It may be surmised that political motives 
played a part in this, but there is no evidence in the sources. Pabjanicer AG was part 
of the Swiss IG; it had been founded in 1899 by CIBA.''^ So the Three Party Cartel 
accounted for half Polish output, which does not, of course, include imports. In 1932 


the socalled “Polish group" — Boruta and Wola — concluded a provisional agreement 
with the Three Party Cartel, which was followed by a firm contract in 1934 that was 
to run for eight years.!? Based on a ratio of 29.5 to 70.5 between the Polish group 
and the Three Party Cartel, the Polish group was allowed an annual increase of 0.5% 
in its ratio. One year later IG Farben was able to conclude a contract with the small 
Polish dyestuffs producer Chemische Fabrik Bruno Schülde in Lodz!!6, bringing 
virtually all the Polish manufacturers under the Three Party Cartel. 


113 After the exchange the IG had 49.0% of ACNA, and 51.01% of Bianchi, while Montecatini held 
the rest in both cases. On ACNA see Schróter, V., Weltmarkt, pp. 428—430. 

Report by the Management Board of CIBA to the Board of Directors, 17 August 1899 (CIBA- 
Geigy historical archive, FA CIBA, KG 2.15.04). 

The contract is in the Sandoz historical archives, Kartellbeziehungen, no number. 

Schülde undertook not to sell dyestuffs from its own production for more than Z1 400 000 (about 
RM 188 000) a year. Any loss in turnover would be made good by IG Farben through direct 
payments (25%) (Kugler, p. 124). 
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sales value was 0.5% of world sales. 
the successor states, producing mainly heavy chemicals. With its size, its broad 
product range and the government protection it enjoyed, and with its close links to 
Solvay as well as direct investment in Poland, Austria, Hungary, Yugoslavia, and 
Romania it was regarded as a serious future competitor.!!? From 1924 to 1928 the 
Three Party Cartel supplied 9596 of the dyestuffs used in Czechoslovakia, of which 
IG Farben accounted for 77%.!!? But the cartel's share was falling, and in 1934 it 
concluded an agreement with Aussig that was limited to five years.'? Aussig’s total 
turnover in dyestuffs was to be increased successively by 10096 from the 1933 level 
(about RM 3 million). At the same time agreements were reached on Aussig's 
exports.'?! The contract was seen in a very positive light inside IG Farben'?, mainly 
because the last potentially serious competitor in Central and South-East Europe was 
thus bound to the cartel. ?? 

The Netherlands accounted for 0.896 of world sales in 1938. 8096 of this came 
from N.V. van Chemische Producten Vondelingenplaat, Schiedam, and 20% from 
Niederländische Farben- und Chemikalienfabrik, Delft.?^ Schiedam was one of the 
few producers that remained independent of the cartel — until the Netherlands was 
occupied by German troops. All the attempts to persuade Schiedam to join the cartel 
failed. The company bought the pre-products and raw materials it needed from the 
United States or Great Britain, where there were companies that only made pre- 
products and were not closely related to the cartel. IG Farben held 95.9% of Delft, 
and this company, like some of the following, came close to being no chemical 
producer of its own, since its main activity was now only preparing the dyyestuffs 
for the end-consumer, that is, mixing, reducing, bottling, and so on. 


The following five countries accounted for 0.8% of world sales in 1938: 


Spain: Fabricacion Nacional de Colorantes y Explosivos, Barcelona 
(F.N.C.E.); 
Chimica Industrial Espanola SA Quiesa 

Romania: Colorom Chemische Fabrik R.A.O., Zeiden, Codlea 

Bulgaria: Coloriska S.A., Sofia 

Greece: SA Oeconomides & Co., Piraus 

Brazil: Cia de Productos Industriales M. Hamers S.A., Rio de Janeiro 


In Czechoslovakia, *Aussig"!" was the only dyestuffs producer, and in 1938 its 
The firm was the largest chemical company in 


17 Verein fiir chemische und metallurgische Produktion in Aussig, from 1939 in Prague, also known 

as the Aussiger or Prager Verein. 

See Teichova, A. Internationale Kartelle und die chemische Industrie der Vormünchner Tsche- 

choslowakei, in: Tradition 1972, pp. 143-175. 

!? Vorträge Dr. Loehr, p. 8, HO 2508. 

120 Sandoz historical archive, Kartellbeziehungen, no number. 

121 Immediately after it came into force this agreement was used to exert pressure in the negotiations 
with the Polish companies, since they bought their pre-products mainly from the Three Party 
Cartel itself or from Aussig. 

2 Vortrag Dr. Loehr, p. 15, HO 2508. 

73 See Schröter, V., The IG Farbenindustrie AG in Central and South-East Europe, 1926-38, in: 
Teichova/Cottrell, International Business and Central Europe, 1918—1939, Leicester/New York 
1983, pp. 139-172. 

124 Kugler, p. 16. 
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IG Farben had a decisive influence on all of them through participations and/or 
agreements. | 


So the only major competitors on the world market were companies in the 
United States and Japan, since the Soviet Union did not export dyestuffs." The 
Japanese dyestuffs industry was only in its beginning, and in 1938 3.296 of the world 
sales came from Japan, from the following firms: 


Table 11. Japanese dyestuffs producers by sales values in 1938 in 96? 


Nippon Senryo Saizo Kabushiki Kaisha, Osaka (N.S.K.) 60 


Mitsui Bussan Kaisha Ltd., Tokyo 20 
Mitsui Kozan Kabushiki Kaisha, Tokyo/Miike 

Mitsubishi Dye Co., Tokyo 10 

Others 10 

100 


a Kugler, p. 15; the figures for Japan are based on estimates, in my view (H.G.S.), not calculations, 
as in the other tables. 


The companies of the 
China Six Party Agreements (the Four Party Cartel and Du Pont and Nacco, see 
below) signed a contract with Mitsui in 1935 dividing up indigo turnover. The 
agreement established relations between the European cartel system and Japan, 
regulating the important market segments for the product range and sales markets." 
But this did not enable them to exert any influence on the further development of the 
industry in Japan. Unlike the new type of industry cartels in Europe, the agreements 
with Japan were traditional product agreements. In the United States conditions 
were similar, and here too the influence of the cartel was very much less than in 
Europe. IG Farben (General Aniline) and the Swiss IG (Cincinnati) were producing 
in the United States, but the biggest manufacturers there were Du Pont and Nacco 
(see above). Moreover, the legislation in the United States kept its firms out of the 
cartel agreements which otherwise applied worldwide. 

However, this would not have prevented the US companies from concluding 
agreements on exports, as they did in other cases. In fact, IG Farben and Du Pont 
were negotiating very intensively during the first few months of 1929 on such an 
agreement." But it did not prove possible to include this major producer in the 
cartel, and only gradually could agreements be reached on certain product and 
market groups. Dr. von Schnitzler commented on that point in his annual report for 


see Schröter, H.G., Kaliwirtschaft, pp. 53-57. 

126 Japan, China and the areas under Japanese influence, such as Korea, Manchuria, Formosa and so 
on, and Hong Kong as well. 

127 Letter of 16 April 1929, HO 303. 
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1932 as follows:"? “Our major competitors are still the two American firms, Nacco 
and Du Pont. Now that internal American relations to these two concerns have been 
put on a friendly basis and the American dyestuffs business is largely conducted on 
the basis of Gentlemen's Agreements, a number of openings for exports have arisen, 
and during the last two years we have succeeded in concluding special agreements, 
particularly on the Chinese market, a good 80% of which is now governed by quota 
agreements with the Americans. The Americans are working freely on the other 
makkets, but with a large number of agreements of a loose nature to maintain the 
price level in the interests of all concerned. America's percentual share of world 
dyestuffs exports is remaining constant at about 8%, and no major changes are 
expected in the immediate future". 

One of these "agreements of aloose nature" was the China Six Party Agreement 
mentioned above, and we can briefly outline it here as an example.'? Under the 
leadership of IG Farben the Four Party Cartel and Du Pont and Nacco agreed in 1920 
to observe price and quota arrangements for the main dyestuffs on the Chinese 
market, including Hong Kong. But as with the prolongation in 1934 a contract was 
not signed. Later, Dow Chemical, ACNA and Mitsui were directly or indirectly 
included through IG Farben.? The Four Party Cartel concluded similar agreements 
with Nacco in the mid-thirties for the Indian and Indonesian markets, and with Nacco 
and Du Pont for the Argentinian and Belgian markets, as IG Farben did with Du Pont. 
The US firms only supplied a few selected countries, so that these agreements 
regulated the main export markets. But since they all only covered specific products 
on specific markets — even if the most important of both — and quotas were not agreed 
in every case, although prices were, itis not possible to make an exact quantification 
of the US share of the regulation of the world dyestuffs market from the available 
material. Like the Japanese companies, the European type of comprehensive 
industry cartel could not be transferred to the United States, and the agreements 
remained specific product cartels. 

The world dyestuffs market was not only regulated by written and informal 
quotas and price agreements, there were also flanking agreements on production 
renunciation, patents and technical assistance. Only a few companies could be 
induced to refrain from producing in return for compensation payments. The reason 
why the dyestuffs producers behaved differently on this point from the nitrogen 
producers, for instance, may be that dyestuffs offered far greater opportunities for 
profits than other sectors of the chemical industry. The few compensation agree- 
ments that are known were negotiated with IG Farben, but the other members of the 
cartel had to provide some of the funds. Characteristically, in all three cases other 
factors had to be taken into account in addition to dyestuffs sales: in the case of B. 
Schülde (see above) IG Farben practically had a monopoly of supplies of the pre- 
products needed. 


128 Confidential memorandum to certain members of the Central Committee of IG Farben and to 
Professor Bosch, Professor Duisberg and Dr. v. Weinberg of 26 January 1933, p. 18, HÓ 110. 

7? A full, if brief account is in Schróter, V., Weltmarkt, p. 310f. 

130 In retrospect Kugler said: "The above agreements achieved a substantially complete regulation 
of competition in the China market, particularly in indigo, the most important single manufactu- 
ring type". (p. 35). 
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political motives played a part, while Norsk-Hydro's later membership of the 


IG Farben also included clauses on exports in agreements on patents and 
technical assistance to facilitate the export market. As examples we can take the 
contract with N.S.K., which limited the company to exports to China, and that with 
Canadian Industries Ltd., which was only allowed to sell its entire production to one 
New York firm. However, these flanking agreements to the cartel were of only 
secondary importance in regulating the market. 

It is interesting to see how IG Farben was at the centre of the network of 
agreements to regulate the dyestuffs market. A number of agreements were only 
negotiated and signed by it. The other cartel partners were then given a share 
according to their quotas. 


The cartel agreements, especially those of the Three and Four Party cartels, had 
strict confidentiality clauses. Nevetheless, they did not, at least in their essentials, 
remain a secret from those who knew the industries for long. The exact extent of the 
agreements, however, was known only to a few, and on several occasions this proved 
Mr. Jeffcott, 
head of the US Calco dyestuffs group, for instance, attempted to organise a technical 
exchange of experience outside the cartel, by visiting “all the firms and concerns in 
Europe that are free of cartels or which he thought were such — mainly ACNA, 
Rohner and Aussig. Rohner has fully informed us of what Mr. Jeffcott wanted. .."', 
as Dr. von Schnitzler in IG Farben commented. 


ofthe cartels: in a long letter from IG Farben to the Reich Government on the peace 


133 In 1933 
this was still around 60%.134 These figures correspond with the following. (See table 
12). 

According to the list, 68.2% of the world sales in 1938 were to the account of 
the dyestuff cartels. Since some of the US and Japanese sales were also cartelised, 
the regulated share of the market, and so the degree of concentration, was certainly 
over 70%, and including the Gentlemen's Agreements, over 80%. Both are very 
cautious estimates. '?? 

Most companies sold most of their output in their own countries and politically 
dependent territories, the big exceptions being Switzerland (exporting about 90%) 
and Germany (about 60%). For most of the smaller companies outside the cartels this 


131 Schröter, H.G., Aussenpolitik, p. 290f. 

132 Confidential report of 26 January 1933, p. 18, HO 110. 

13 Strictly confidential report from IG Farben, signed by V. Schnitzler/Krüger, to a senior official 
in the Reich Ministry of Economics, Dr. Schlotterer, on 3 August 1940, reprinted in Eichholtz, 
D., Die IG Farben — Friedensplanung, in: Jahrbuch für Wirtschaftsgeschichte 1966, Part III, pp. 
280ff. 

Internal memorandum from the Dyestuffs Division Management of IG Farben to Dr. Struss, p. 
1, 12 March 1934, HÓ 1094. 

Tammens gives 61% (P. 33), but that may be quantities. Since his figure is given without reference 
figures — there are big differences between values and quantities — and without a year or source, 
it is not very helpful. 
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Table 12. Dyestuffs sales in 1938) 


in 1000 Gold marks in 46 
IG Farben incl. Subsidiaries 319.241 46.0 
Swiss IG incl. subsidiaries 73.934 10.6 
C.M.C. incl. subsidiaries ; 29.438 4.2 
Total for Three Party Cartel 422.613 60.8 
I.C.I. incl. subsidiaries 31.832 4.6 
Total for Four Party Cartel 454.445 65.4 
Italian production 11.033 1.6 
Polish production 4.341 0.6 
Czech production 3.705 0.5 
Total for Four Party Cartel with associated companies 473.524 68.2 
US production without IG Farben subsidiariesb) 119.700 17.2 
Soviet production 60.600 8.7 
Japanese production 22.000 3.2 
Holliday and British outsiders 6.500 0.9 
Schiedam 4.30 0.6 
Others 8.000 1.2 
Total 694.754 100.0 


a) Calculated and compiled from Kugler, p. 17. 
b) This does not show whether the Cincinnati subsidiary of the Swiss IG is included in the figures 
for the parent company or not. 


Table 13. Export shares on the Asian market in 96?) 


Country of origin 1933 1937 1938 
Germany 58.27 63.66 57.3 
Switzerland and France 13:17 8.96 12.83 
Total for Three Party Cartel 71.44 72.62 70.14 
Great Britainb) 7.43 11.64 12.47 
Approximate figure for Four Party Cartel 78.78 84.62 82.61 
Czechoslovakia. Italy and Netherlands 1.32 0.75 0.80 
Share under contract 80.19 85.01 83.41 
USAc) 15.59 9.09 6.13 
Japan 4.22 5.90 10.46 

100.00 100.00 100.00 


a) Calculated and compiled from Kugler, p. 19. 

b) Outsiders account for a small share of the GB figures 

°) IG Farben's subsidiary was bound under contract not to export. It may be taken that there was a 
similar contract between the Swiss IG and Cincinnati. | 
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tendency was even stronger. Consequently, the cartels had much bigger shares in 
world exports than in production. Since the main markets in Europe and the United 
States were largely protected by state and inner-industry measures, the main free 
export markets were in Asia and Latin America. The volume of dyestuffs sales to 
Asia was about RM 123 million in 1937, and RM 104 million in the crisis year 
1938.6 The individual export countries accounted for the following shares. (See 
table 13). 

Since most of the US exports to Asia and a substantial part of the Japanese 
exports were also cartelised, the regulation of the Asian market must be assumed to 
have been much higher than shown here. For the Latin American market the 
corresponding figures were: 


Table 14. Export shares on the Latin American market in %*) 


Country of origin 1933 1937 1938 


71.1 63.8 59.9 

Switzerland and France 17.8 22,0 25.2 
Total of Three Party Cartel 88.9 85.8 85.1 
Great Britain’) 0.6 2.7 2.5 
Approximate figure for Four Party Cartel 89.5 88.5 87.6 
USA?) 8.8 10.0 10.6 
Others 1.7 1.5 1.8 
100.0 100.0 100.0 


a) Kugler p. 20 
b) See table 13 
c) See table 13 


The total volume of sales in Latin America in 1937 was RM 27 million, and in 
1938 RM 25.9 million." For Latin America the US producers were not tied into the 
cartel system to the same extent as for Asia, but here too the regulated part of the 
market must be assumed to have been higher than the figures in the table show. 
Europe was still the most important dyestuffs market, and here the position of the 
cartel was absolutely uncontested. It must be said to have been almost as strong on 
the world export market, since the Four Party Cartel accounted for about 90% in 
1938 alone.'** The 90% must include exports by companies that were tied directly 
or indirectly into the Three or Four Party Cartel. Very few of these contracts were 
dissolved or not prolonged before the outbreak of World War II.” The main build- 


P$ Calculated in current prices by Kugler, p. 19. 

17 Calculated from Kugler, p. 19f. 

138 Kugler, p. 34 (p. 33 on Tammen's figure of 88%), see Note 135. 

13 They have deliberately been excluded here, but we can take the following as an example: the 


agreement of 1931 with Mitsui Bussanon sulphur black on the Chinese market was not prolonged 
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up of the dyestuffs cartels was concluded in 1932. The world slump may have 
accelerated this process, although it certainly did not cause it oreven spark it off. The 
14 A few major 
individual contracts were signed after 1933, and this phase only ended with the 
outbreak of the war. Until then there was no real decline in cartelisation and so no 
reduction in concentration. 

Prices were not raised through cartelisation. The declared aim was to maintain 
the existing price level. That goal was fully realised, and even the outsiders held to 
the price network in the cartel system. The price level was such that 15 to 25% of the 
appropriate turnover in goods was paid in cash for renunciation of production and 
a virtual transfer of quotas. A large part of earnings, which were very substantial, 
were used to finance the very expensive research and development, for other 
products as well, in some cases'*^!, and the dyestuffs cartels are a good illustration of 


Helga Nussbaum's statement that there was a close connection between cartelisation 
and research." Dr. ter-Meer'? stressed that the dyestuffs cartels “protected the 
small producer’, and that this proved its worth “particularly in times of sales 
crises". "^ That is indeed so, and it also underlines the general view put forward by 
145 

The concentration in the dyestuffs sector was already considerable in the 
twenties, and it rose considerably again as a result of cartelisation in the thirties. In 
Europe there was no company of any significance outside the Cartel. Worldwide, 
too, the main producers were largely bound in with the Three Party Cartel, the core 


of the European contract system of agreements. The Four Party Cartel controlled 
about 70% of world production and 90% of world exports. The inclusion of further 
elements, such as patents, supplies of pre-products and so on, enabled the Three 
Party Cartel particularly, and IG Farben and the Swiss IG as the major constituent 
parties, both of determine the supply to individual markets and affect the develop- 


ment chances of smaller firms. Until they de facto came to an end on the outbreak 
of World War II5, the cartels were extremely successful, measured by their aims: 
regulation of quantities and prices on markets and access to these. The concentration 
only increased slightly during the second half of the thirties. But that it could reach 
so high a degree at all through cartelisation was not only a result of the specific 


in 1933 at the request of the Japanese. As a result, sulphur black was released in 1937 in the China 
Six Party Agreement as well. 

For a summary see Schröter, V., Weltmarkt, pp. 341-346. 

^! Bürgin, pp. 253 and 256f. 

Nussbaum, International Cartels, p. 139. 

Dr. ter-Meer was a member of the Management Board of IG Farben. 

ter-Meer, loc. cit., p. 73. 

Lenel, Ursachen, p. 229. His statement (p. 230) that small companies were basically inferior to 
large companies in the cartel, since competition was shifted from production and sales to 
organisation and legal disputes does not, however, apply to the dyestuffs cartels. But an account 
of how the disputes were fought out would be beyond the scope of this article. 

Some contracts remained formally in force and others, especially in the German occupied 
territories, continued to be effective right through the war. 
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features of the dyestuffs sector. Cartelisation generally in the chemical industry was 


very advanced, and other major agreements were in some cases a condition for 
participation in the dyestuffs cartel (e.g. in the case of I.C.I.), which conversely also 
had an effect on the development of these other agreements. The whole system of 
chemical cartels is one of the reasons for the firmness of the individual agreements, 
as well as for the remarkably high degree of concentration. 


